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1 . DEPARTMENT HAS RECEIVED SECOND INQUIRY FROM WASHINGTON 
ATTORNEY INTO POSSIBLE EFFECTS OF DECREE ADOPTED JUNE 11, 

1978, REGARDING TAXATION TO WHICH AMERICANS MIGHT BE SUB- 
JECTED UPON TRANSFER OF STOCK IN PHILIPPINE CORPORATIONS. 

CALL TODAY CAME FROM BOB SCHNABEL OF MERCIER, SANDERS, BAKER, 
AND SCHNABEL WHO SAID HE HAD BEEN GIVEN TEXT OF P.D. 1457 

AND ITS INTERPRETATION BY GENERAL COUNSEL OF A PHILIPPINE 
CORPORATION, THE STOCK OF WHICH IS TRADED ON U.S. EXCHANGES. 
SCHNABEL REPORTED HIS SOURCE SAID THE DECREE, ADOPTED JUNE 
1 1 BUT ONLY RELEASED TO THE PUBLIC LAST WEEK, WOULD MAKE 
NON-FILIPINOS SUBJECT TO PHILIPPINE INCOME TAX IF THEY 
RECEIVE CAPITAL GAINS FROM PHILIPPINE CORPORATIONS. 

2. SCHNABEL'S SOURCE HAS PROVIDED THIS TEXT: P.D. 1457 IS 

TO AMEND PARAGRAPH E SECTION 37 OF THE PHILIPPINE INTERNAL 
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REVENUE CODE AS FOLLOWS: "GAINS, PROFITS, AND INCOME 
DERIVED FROM THE PURCHASE OF PERSONAL PROPERTY WITHIN AND 
ITS SALE WITHOUT THE PHILIPPINES OR FROM THE PURCHASE OF 
PERSONAL PROPERTY WITHOUT AND ITS SALE WITHIN THE PHILIP- 
PINES, SHALL BE TREATED AS DERIVED ENTIRELY FROM SOURCES 
WITHIN THE COUNTRY IN WHICH SOLD: PROVIDED, HOWEVER, THAT 
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GAIN FROM THE SALE OF SHARES OF STOCK IN A DOMESTIC COM- 
PANY SHALL BE TREATED AS DERIVED ENTIRELY FROM SOURCES 
WITHIN THE PHILIPPINES REGARDLESS OF WHERE SAID SHARES ARE 
SOLD. THE TRANSFER BY A NON-RESIDENT ALIEN OR A FOREIGN 
CORPORATION TO ANYONE OF ANY SHARE OF STOCK ISSUED BY A 
DOMESTIC CORPORATION SHALL NOT BE EFFECTED OR MADE IN ITS 
BOOKS UNLESS (1) THE TRANSFEROR HAS FILED WITH THE COM- 
MISSIONER A BOND CONDITIONED UPON THE FUTURE PAYMENT BY HIM 
OF ANY INCOME TAX THAT MAY BE DUE ON THE GAINS DERIVED 
FROM SUCH TRANSFER OR (2) THE COMMISSIONER HAS CERTIFIED 
THAT THE TAXES, IF ANY, IMPOSED ON THIS TITLE AND DUE ON 
THE GAIN REALIZED FROM SUCH SALE OR TRANSFER HAVE BEEN 
PAID. IT SHALL BE THE DUTY OF THE TRANSFEROR AND THE COR- 
PORATION, THE SHARES OF WHICH ARE SOLD OR TRANSFERRED, TO 
ADVISE THE TRANSFEREE OF THIS REQUIREMENT." 

3. DEPARTMENT WOULD GREATLY APPRECIATE EMBASSY EVALUATION 
ON WHETHER THIS DECREE DOES EXIST IN THIS FORM, IF IT IS 
NOW IN EFFECT, ITS POSSIBLE EFFECT ON AMERICAN CITIZEN 
INVESTORS IN PHILIPPINE CORPORATIONS, AND WHAT, IF ANY, 

ACTION DEPARTMENT SHOULD TAKE VIS-A-VIS INFORMATION TO 
PRIVATE INQUIRIES AND INTERCESSION WITH GOP. VANCE 
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